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CONPIDENTIAL QUITO 2366 

E.O. 11652: GDS 
TAGS: ETRD, EC 
SUBJECT: BANANAS 

1. DURING MY VISIT APRIL 3-4 TO BANANA PRODUCING EL ORO PROVINCE, 

I WAS IMPRESSED BY THE UNANIMITY AMONG THE FREQUENTLY ANTAGO- 
NISTIC REPRESENTATIVES OF GOVERNMENT, INDUSTRY, AND LABOR 
THAT ECUADOR WILL NOT AND SHOULD NOT JOIN IN ATTEMPTS TO 
PORCE UP MARKET PRICE OF BANANAS. GOVERNOR RODRIGO MORALES 
WAS EMPHATIC IN SAYING THAT ECUADOR WOULD LOSE ITS POSITION 
IN THE MARKET IF IT DID SO. EXPORTER AND ADVISER AT PANAMA 
AND BOGOTA MEETINGS, RODRIGO LANIADO, CHARACTERIZED THE 
BANANA PROBLEM AS FUNDAMENTALLY ECONOMIC, NOT POLITICAL OR 
DIPLOMATIC. HE TOLD ME HE WAS FULLY SATISFIED WITH THE CLOSE 
CONSULTATIONS BETWEEN THE GOE AND THE INDUSTRY ON POLICY. HE 
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ECUADOR'S JOINING IN PRICE LIFTING SCHEMES. RATHER, THE 
INDUSTRY IS PRESSING HARD EOR ACCELERATED REMOVAL OE THE EXIST- 
ING EXPORT TAX WHICH RAISED COST OE ECUADOREAN BANANAS. IN 
THIS, THE INDUSTRY HAS THE SUPPORT OF THE MINISTRY OE INDUS- 
TRIES AND COMMERCE BUT THE POSITION OF THE MINISTRY OE EINANCE 
IS UNDECIDED. HE SAID THE INDUSTRY'S UPPERMOST CONCERN IS TO 
RETAIN ITS COMPETITIVENESS IN EXPORT MARKETS. 

2. THE PRESIDENT OF THE FRUIT LOADERS UNION OF GUAY AS ROBERTO 
ANAYA, ALSO SAID THAT ECUADOR SHOULD NOT JOIN IN AN EEEORT TO 
EORCE UP THE MARKET PRICE. HE WAS CONCERNED THAT THIS WOULD 
JEOPARDIZE SALES TO THE U.S. MARKET. HE LIKEWISE MAINTAINED 
THAT IT IS OE PRIMARY IMPORTANCE TO REDUCE THE EXISTING EXPORT 
TAX ON BANANAS IN ORDER TO IMPROVE ECUADOREAN COMPETITIVENESS. 
HE WAS ESPECIALLY CONCERNED ABOUT ANY MEASURES WHICH MIGHT 
CAUSE A REDUCTION OF EMPLOYMENT AMONG BANANA WORKERS. 

3. ON THE SUBJECT OE EIGUERES' POSSIBLE PERSONAL ADVANTAGE 

IN THE PROPOSED CENTRAL AMERICAN TAX OE $I .00 PER BOX, LANIADO 
SAID THAT THE ECUADOREANS UNDERSTAND THAT THE NEW TAX PROPOSED 
IN COSTA RICA WOULD PASS THROUGH THE CENTRAL BANK INTO FIGUERES' 
HANDS IN ONE WAY OR ANOTHER. HE SAID THIS IS ANOTHER REASON, 

ALBEIT SECONDARY, WHY ECUADOR WANTS TO STAY AWAY FROM THE PRO- 
JECTED CENTRAL AMERICAN TAX. 

4. MINISTER OE INDUSTRIESAND COMMERCE ROSALES HAS INFORMED 
THE PRESS THAT GOE WILL RAISE OEFICIAL PRICE OE BANANAS BY 
EORTY CENTS PER BOX APRIL 30. AS PREVIOUSLY REPORTED, EOREIGN 
EXCHANGE, TAXES, AND GROWER PAYMENTS ARE COMPUTED ON BASIS OE 
OEFICIAL PRICE. IT HAS BEEN BELOW ACTUAL MARKET PRICE IN RE- 
CENT YEARS. DECREE, WHEN ISSUED, SHOULD SHED LIGHT ON WHAT IE 
ANY EFEECT A NEW OEFICIAL PRICE WILL HAVE ON SELLING PRICE. 
BREWSTER 
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